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Abstract 
The way privatization process has redefined the boundary between public and private sector in Constanta port, in the early 
1990s, changed the system of organization of this important strategic point of the Romanian economy. Thus, in just two 
decades, the economic agglomeration of Constanta port evolved from 8 state enterprises into more than 800 public and 
private companies. This evolution process has passed through a transition stage when the 8 state enterprises have split into 
16 economic entities, which formed the basis for the growth of the private sector. Using a theoretical model of ports 
organization, the paper points at the way the privatization process has influenced the evolution of the functional structure of 
Constanta port. The results come to explain some of the anomalies currently recorded in this sector of activity. 
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1. Introduction 
The present article is a study of the mechanisms that led to the transformation of Constanta port from a 
public port to one that combines elements from both the public and private sectors. In this respect, a theoretical 
model is used (port function matrix) to determine the degree of involvement of both public and private sectors 
in Constanta port activities. Also, to explain the evolution of economic activities within the port, I use a number 
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of statistical data taken from sources such as the database of the National Company Maritime Ports 
Administration S.A. and Constanta port handbooks 2008-2012. 
Besides analysing an important moment from the life of Romanian transport industry, another objective of 
this article is that of contributing to the economic literature dealing with the subject of Romanian seaports. 
Taking into account the small number of articles that tackles this subject, I believe that this paper will make a 
significant contribution to the specific literature.  
The first step in the paper's development is made with the localization of the port industry in the wider 
subject of privatization. In the next step I will bring the discussion to the source of the theoretical model of the 
functions accomplished by a seaport. The third part of the article will be dedicated to the description of the 
circumstances under which privatization started in Romanian seaports. In this respect I will present the moment 
in which the transition from the old model of public port to the new model of public/private port took place. 
The last part of the article will be reserved to the conclusions.  
2. Theoretical considerations of privatization  
In essence, the process of privatization consists of redefining the boundaries between public and private 
enterprise. The rationale behind the privatization is linked with the idea that the transfer of ownership from 
public to private hands will ultimately lead to improved efficiency and therefore financial and operational 
performance.  
Standing in the limits of the same broad definition, we can consider that the first transfer of ownership from 
public to private sector, made in order to increase economic efficiency took place in the early 1950s in Great 
Britain. Then, the government led by Prime Minister Winston Churchill decided the denationalization (the term 
privatization was to be introduced by Margaret Thatcher in 1981) of the steel industry Parker and Saal, 2003. 
Eleven years later, the German government led by Adenauer sold a majority stake in Volkswagen through a 
public offering targeted at small national investors. 
The government led by Margaret Thatcher would be first to use the instrument of privatization in order to 
massively reduce the role played by the state enterprises in the economy. Price Waterhouse, 1989 lists the 
objectives pursued by the Thatcher government with the introducing of privatization program, objectives which 
can be considered to underlie the decision to privatize taken by any government: a) increase state revenues, b) 
promoting economic efficiency, c) reducing the involvement of state in the economy, d) promoting broad 
participation in privatized enterprises capital, e) creating conditions for the emergence of competition, f) 
confronting state owned enterprises (SOEs) with market discipline. 
Central and Eastern Europe was one of the last regions to have adopted the privatization process. Thus, in 
addition to the reasons listed above, privatization in this area was seen as one of the tools necessary for the 
transition from command to market economy Megginson and Netter, 2001. This context has influenced the way 
in which privatization has been made. Therefore, on the one hand, the newly installed governments faced 
pressure to develop a form as similar as could be of that of the market economy, which entails massive shift of 
economic activity from the public to the private area, and on the other hand the same governments should take 
into account the political interests demanding to limit the sale of national assets abroad. These two opposing 
forces gave rise to the emergence of mass privatization and sale of privatization vouchers to the public, two 
methods widely used in the privatization of Romanian seaport companies. 
Again the pressure for a rapid transition from command economy to market economy is the principal 
responsible for the uniform treatment of the transfer of ownership of state enterprises from the public sphere to 
the private one, without a proper sectorial strategy. This situation develops adverse consequences especially for 
industries with a pronounced strategic character, as is the case with the port industry Gong et al., 2012. 
According to Boubakri et al., 2009 strategic industries are a particular type of industrial organizations, which 
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are generally under the state monopoly. This typically involves institutional and political matters and 
regulations that exceed the goals pursued by competitive industries in the private sphere. 
The regulatory part is all the more important in strategic companies that manage natural monopolies as 
consumers should be protected from abuses of power that can be made starting with the shift of the monopoly 
from public to private sector. As we will see in the next section, the regulatory part is one of the essential 
functions that a seaport performs. 
3. Determination of the theoretical port model 
In order to determine the degree of privatization of a seaport, its functions, consisting of activities, roles and 
responsibilities that can be transferred from public to private entities have to be analysed. In table 1 I have 
presented the list of services, infrastructure and equipment that can be provided by a port.  
Table 1: The list of port’s services, infrastructure and equipment 
Infrastructure quays, dams, fairway, public terrain 
Superstructure Platforms, storage areas, workshops, office buildings 
Equipment Fixed (cranes, gantry cranes etc.), mobile (fork-lifts, tractors, etc..) 
Services to ships  Port Captaincy Office (radio services, VTS etc.), Sea rescue, pilotage, towage, tying/untying ships, ships 
supply services, receipt and disposal of waste, safety services 
Services to freight Handling, storage, shipping/receiving, processing of goods, packaging, labelling, safety services. 
Source: UNCTAD, 1995 p.27 
 According to Baird, 1995, 1997 the three essential functions of a seaport are: 
a) Regulatory function - this is the main function of the port authority. Its exercise requires performing 
activities such as the provision of port traffic management, enforcement of laws and regulations in force, 
licensing of port activities and protecting the interests of port users against the risk of monopoly formation. 
b) Operational function - implies the provision of services related to the transfer of goods and passengers 
between sea and land. 
c) Landowner function - the essential tasks of this function involve the organization and development of the 
port real property, the implementation of the port policy and the development of strategies, the coordination of 
the port promotion policy and the developing and maintaining in good conditions of port infrastructure (dams, 
docks, roads and rail access to port terminals). 
Table 2: The matrix of port functions 
Port models Port functions 
 Regulator Landowner Operator 
Public Public Public Public 
Public / private Public Public Private 
Private / public Public Private Private 
Private Private Private Private 
Source: Baird, 1997 
By determining how the three functions are divided between the public and private sectors (as shown in the 
matrix of port functions, presented in table 2) it can be distinguished the theoretical model of the port. In the 
public port model, all three functions traditionally performed by a seaport are in the public sphere, with no 
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private sector involvement in the organization and operation of the port. This is a pattern characteristic for the 
former communist countries, before making the step for market economy. In present times, this model can be 
found only in a few countries including Singapore, India and some of the African continent countries. 
In the public/private port model, the operational function belongs to the private sector, and the other two - 
regulatory and landowner, are the responsibility of the public sector. Basically, the port authority gives the use 
of the port's land to private operators for a period of time, implementing for this purpose concession or rental 
contracts. In this way, the infrastructure remains in the public domain but the superstructure, represented by 
operating terminals is passed to the private sector. This is the prevailing form of organization of port activity in 
contemporary times, the reason of its success being due to the combination of the efficiency, characteristic to 
private sector management with the capacity to protect common interests, characteristic to public sector 
Saundry and Turnbull, 1997. 
The private/public port model is found in ports where operational and landowner functions are in the 
responsibility of the private sphere, while in the public sphere we find only the regulatory function. This is a 
model characteristic of ports that are specialised in handling a single group of merchandise (especially mineral 
oil or petroleum products), in which most of the time there is only one operating terminal. A notable exception 
to this rule is the Port of Hong Kong. 
The private port model represents the complete withdrawal of the state from the activities related with the 
organization and operation of the port. In the context of the strategic role that ports play in most of the national 
economies, private port model is to be found only in Great Britain. In the next section we use the matrix of port 
functions developed by Baird, 1997 to identify the model of Constanta port.    
4. The case of Constanta port 
4.1. The public port model of Constanta port 
Before 1990 all three functions characteristic to a typical seaport were accomplished by public institutions 
coordinated by the Ministry of Transport Telecommunications and Constructions. Thus, the regulatory function 
of the port activity was carried out both by the Harbour Master (for coordination and supervision of maritime 
transport, navigation safety services etc.) and the Ministry of Transport's Port Exploitation Enterprise - MT 
PEE (for services like pilotage, towage, tying/untying of ships, maritime rescue services etc.). 
The operational function was divided between MT PEE, accounting for over 50% of the total port 
throughput and other state enterprises directly subordinated to ministries or government agencies. Most of the 
services provided by MT PEE were conceived for general merchandises (manufactured and semi manufactured 
goods transported on pallets or in containers, bags etc.) a fact mirrored also by the new name acquired by this 
entity after the year 1990-Port Exploitation Enterprise for General Cargo. 
The section responsible with the maintenance of port equipment, from the landowner function, was run 
through the MT PEE. Other tasks of this function, such as the organization and development of the port or the 
implementation of port strategies and policies, were in the responsibility of the Ministry of Transport 
Telecommunications and Constructions. Therefore, judging in the light of the model developed by Baird, 1995, 
1997 I consider that in 1989 the port of Constanta most closely resembled with the public port model. 
Beginning with 1990, the Romanian economy entered a phase of transition from communism to capitalism. 
In this context, Constanta port began to undergo a series of changes which modified its structure from one 
similar to a public port model, to one related with a public/private or landlord model. This aspect is presented 
hereunder in figure 2, in the form of a schematic development model of Constanta port.  
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Fig.1. Transformation of Constanta port after 1990 
Thus, through the Law no.15/1990 and Government Decision no. 1293/1990, the seven largest port 
operators organized as state enterprises subordinated to ministries or government agencies are reorganized, 
becoming joint stock companies.  
  Also, by Government Decision no. 70/1990 and Law no.19/1991, MT PEE is divided into nine entities of 
which 5 were port operators and the other 4 (framed with dotted lines in the above figure) performed various 
other tasks with mainly regulatory roles. 
4.2. The post 1990 model of Constanta port 
The most important aspect of the changes occurred in the organization of Constanta port after 1990 is the 
removal of the operational function of the port from the responsibility of state. Thus, the 12 newly created joint 
stock companies (framed with continuous line in fig.2) were destined to a rapid process of privatization. In the 
process of creating these companies, the assets that belonged to the old state enterprises were passed from 
public to private sector. These were composed among others of elements of superstructure (storage platforms, 
warehouses, office buildings, etc.) but also of specific port equipment and machineries. In most cases, these 
equipment and machineries were technically outdated, working at productivity levels that were below the 
standards of the day. For example, the single grain terminal from the port, at that time, was built in the interwar 
period and was never modernized until 1990.  
On the other hand, the newly created companies were not hindered by inherited debts. Also, they went 
straight to a market already formed, with established customers and occupying a local monopoly position. This 
fact would harm the internal competition from port of Constanta, newly privatized companies blocking the 
access of other companies to the market, mainly through the fact that the inherited port superstructure occupied 
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the better part of the port, thus leaving for the newcomers few developed areas with access to the operating 
quays (quays with sufficient depth to accommodate maritime ships) or utility networks. 
This is particularly relevant in the view that specialized port infrastructure (quays, land won from the sea, 
dams etc.) can be developed only in certain areas, which have the necessary physical endowments and the 
geographical advantage for the activities to be established.  
On the other hand, since the port infrastructure cannot be developed unless there are appropriate 
geographical conditions, over a certain level, the port area development is very expensive, through the works 
involved. This fact affects especially the size of the market for the services provided by companies located in 
the port area.  
Thus, a small market size relative to minimum efficient scale may affect competition between firms located 
within the perimeter of the port, the market structure for port services being frequently monopolistic Verhoeff, 
1981, Notteboom, 2002, Goss, 1999, Goss and Stevens, 2001. According to De Langen and Pallis, 2006 p.12, 
the minimum efficient scale of port services is reached when marginal and average costs no longer decrease 
when capacity is expanded. In such a market, scale economies are achieved only with a limited number of 
suppliers.  
However, despite these issues, the private operators entered on the port services market in the last 8 years 
have managed to get closer (and sometimes even exceed - see figure 1) the performances of the incumbents. 
The reason behind this phenomenon is partially explained by the change in the structure of freight traffic 
through the port of Constanta, as evidenced in figure 2. The former state enterprises, inheritors of a 
superstructure specialized in handling certain types of freight, which occupy large areas of the port’s territory 
(thus registering huge fixed costs derived from land rental and superstructures maintenance) did not have the 
flexibility to adapt to new requirements for freight transfer. 
Figure 3 presents the evolution of the structure of the main groups of freight traffic. In all groups of freight 
displayed have been significant changes. The most representative of them are registered in containers 
throughput (from 650 000 tonnes to 5.8 million tonnes), scrap (from 10 million tonnes to 5.3 million tonnes) 
and grain (from 2.5 million tons to over 12 million tons). 
 Fig. 2.The evolution of the port’s throughput structure 
An important point also is the decline registered by the throughput of commodity groups traditionally 
handled by former state enterprises (ore, minerals, solid fuels, chemicals, liquid bulk, scrap), while the traffic of 
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commodity groups for which state enterprises have not been specialized (containers and grains) has increased. 
This phenomenon is also explained by the way the national economy has developed in the last two decades, 
many of the enterprises who were the principal actors in importing/exporting raw materials (energy intensive 
enterprises) disappearing.  
Another explanation employed for the exponential growth of container throughput lies in the new logistics 
concepts introduced early 90’s now arrived at maturity (e.g. organization of production according to the 
concept of Just In Time). 
Fig. 3. Port’s economic activities structure 
 The cumulative effect that these concepts have on port activity is that of transforming the port area from 
one dedicated to the transfer and storage of goods to one designed for the creation of added value through 
logistics activities Notteboom and Winkelmans, 2001. This new trend can be seen also from the distribution of 
the object of activity of the companies established in the port area, as shown in figure 3. 
As shown in figure 3, most companies in the port area (in all about 800) are logistics services providers, 
followed by companies that provide various services to ships, companies focused on trade and finally, freight 
handling companies and transport providers. The small number of companies involved in the activity of 
moving freight from one mode of transport to another (freight handling companies) is an indicator of the 
economies of scale achieved in this port market segment, given that this kind of companies are the largest in the 
port area. On the opposite side, the myriad of companies offering various logistic services is explained by the 
high degree of specialization that exists in this port market segment. 
All these changes have had a profound impact on the 12 incumbents, former state owned enterprises. Thus, 
only 7 of these 12 operators have retained the initial activity profile that they had in the early 1990s, the rest 
being forced by economic circumstances to reconvert. Also, until now, three of the 12 traditional companies 
were bought by multinational companies, entering into an intense process of restructuring. 
†
 The work license is a mandatory document Issued by the NC Maritime Ports Administration for all the companies who operate in the 
seaports area. 
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5. Conclusions 
In the early 1990s, following the start of the privatization process, the port services market was divided 
among 12 large companies, each occupying a segment of freight traffic, differentiated according to the 
commodity specificity. In 2010, more than two decades later from the privatization process, 7 of the 12 original 
companies still work on the same activity profile they had in the early 1990. But apart from these companies 
resulted from privatization of state owned enterprises, there have emerged another 800 new companies, most of 
them engaged in providing various logistics services. These changes were imposed by the evolution of freight 
throughput structure, in line with the economic development of the hinterland and also by the arriving to 
maturity of logistics concepts introduced in early 1990’s.  
However, the main factor that made possible the development of port activities in accordance with all the 
transformations in the national and international economic environment was the changing of organizational 
model of the Constanta port, in the early 1990s. By moving from a system of public organization to one of 
public/private, the state practically went out of port services market, leaving the place free for private 
companies, which would grow in two decades from about 12 to about 800. 
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